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Independent Auditor's Report 

To the Members of the Township Board 
Berrien Township, Michigan 
 
 
We have audited the accompanying financial statements of the governmental activities and the 
major fund of Berrien Township, Michigan as of and for the year ended March 31, 2005, which 
collectively comprise the Township’s basic financial statements as listed in the table of contents.  
These financial statements are the responsibility of Berrien Township’s management. Our 
responsibility is to express an opinion on these financial statements based on our audit. 

We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America.  Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatement.  An 
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the 
financial statements.  An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation.  
We believe that our audit provides a reasonable basis for our opinion.  

In our opinion, the basic financial statements referred to above present fairly, in all material 
respects, the financial position of Berrien Township as of March 31, 2005 and the change in financial 
position for the year then ended, in conformity with accounting principles generally accepted in the 
United States of America. 

The management’s discussion and analysis and the budgetary comparison schedule, as identified in 
the table of contents, are not a required part of the basic financial statements, but are supplemental 
information required by the Governmental Accounting Standards Board.  We have applied certain 
limited procedures, which consisted principally of inquiries of management, regarding the methods 
of measurement and presentation of the required supplemental information.  However, we did not 
audit the information and express no opinion on it. 

As described in Note 7, the Township has implemented a new financial reporting model, as 
required by the provisions of Governmental Accounting Standards Board Statement No. 34, Basic 
Financial Statements - and Management’s Discussion and Analysis - for State and Local Governments, 
and related statements as of April 1, 2004. 

 

July 7, 2005 
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Our discussion and analysis of Berrien Township’s financial performance provides an overview of 
the Township’s financial activities for the fiscal year ended March 31, 2005.  Please read it in 
conjunction with the Township’s financial statements. 

Financial Highlights 

As discussed in further detail in the discussion and analysis, the following represents the most 
significant financial highlights for the year ended March 31, 2005: 

• The Township’s total net assets decreased by approximately $66,000.  The decrease in 
state-shared revenue and increase in legal expenditures incurred are major contributors to 
the net asset decrease.   

• State-shared revenue, the Township’s largest revenue source, has been reduced each year 
since 2002.  This past year was 16 percent or $59,000 less than what was received three 
years earlier.  The Township board has made an effort this past year to reduce expenses of 
many of our maintenance items and again agreeing that it was fiscally responsible to curtail 
any raises for all employees and board members.  We kept the expenses at a minimum 
where possible.   

• We have made many financially sound decisions regarding our General Fund.  We have 
made changes within our investment strategy in order to obtain a higher rate of return and 
at the same time moving money into institutions where we are more risk adverse to any 
loss.  Interest rates have finally edged upward and we have taken advantage of this by 
placing 77 percent of our fund equity into short- to medium-term CDs, which are laddered 
to take advantage of future rate increases.  Our overall interest rate of return stands at 
3.09 percent as of March 31, 2005 and should continue to rise over this next year.  These 
changes netted an additional $5,000 in interest for the Township during this past year. 

Using this Annual Report 

This annual report consists of a series of financial statements.  The statement of net assets and 
the statement of activities provide information about the activities of the Township as a whole 
and present a longer-term view of the Township’s finances.  This longer-term view uses the 
accrual basis of accounting so that it can measure the cost of providing services during the 
current year, and whether the taxpayers have funded the full cost of providing government 
services. 

The fund financial statements present a short-term view; they tell us how the taxpayers’ 
resources were spent during the year, as well as how much is available for future spending.  
Fund financial statements also report the Township’s operations in more detail than the 
government-wide financial statements by providing information about Township activities.  
 



Berrien Township 

Management’s Discussion and Analysis (Continued) 

   3

The Township as a Whole 

The following table shows, in a condensed format, the net assets as of March 31, 2005.  In future 
years, when prior year information is available, comparative data will be presented. 

Assets
Current assets 832,594$           
Noncurrent assets 1,339,625          

Total assets 2,172,219          

Liabilities - Current liabilities 12,954               

Net Assets
Investments  in capital assets 919,825             
Unrestricted 1,239,440          

Total net assets 2,159,265$       
 
Unrestricted net assets is the part of net assets that can be used to finance day-to-day 
operations.  The current level of unrestricted net assets stands at approximately $820,000, or 
about 134 percent of expenditures. 

Despite governmental net assets decreasing approximately $66,000 during the fiscal year ended 
March 31, 2005, the Township’s overall financial health remains strong.  The Township has been 
able to pursue projects as planned and budgeted. 
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The following table shows, in a condensed format, the changes of the net assets during the 
current year.  In future years, when prior year information is available, comparative data will be 
presented. 

Revenue
Program revenue:

Charges for services - Cemetery 51,509$                
Operating grants and contributions 59,673                  

General revenue:
Property taxes 95,153                  
State-shared revenues 312,078                
Unrestricted investment earnings 17,869                  
Franchise fees 14,730                  
Miscellaneous 31,900                 

Total revenue 582,912                

Expenditures
General government 330,807                
Cemetery care 25,160                  
Highway and streets 13,439                  
Public safety 203,256                
Community development 56,880                  
Parks and recreation 19,179                 

Total expenditures 648,721                

Change in Net Assets (65,809)$            

 
Governmental Activities 

• Total 2005 governmental revenue decreased from 2004 by approximately $67,000, mostly 
due to a $50,000 land donation received in 2004. 

• Total governmental expenses decreased by approximately $79,000 from the prior year 
due to Township cost containment policies. 

• During the past year, our Township has adopted by resolution a new ACH policy in the 
event that we choose to electronically transfer funds in the future.   

• Starting in fiscal 2006, we will be backing up QuickBooks at regular intervals and storing 
one set of backups off-site in the event of a fire or theft at the Township hall.  

• It is also our intent to hire an assistant clerk, which will ease the growing pains that we 
have been experiencing.  This will allow us to work on job descriptions and a township 
policies and procedures manual that will include explanation of benefits and segregation of 
duties. 
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The Township’s Funds 

Our analysis of the Township’s major funds begins on page 9, following the government-wide 
financial statements.  The fund financial statements provide detail information about the most 
significant funds, not the Township as a whole.  The Township creates funds to help manage 
money for specific purposes as well as to show accountability for certain activities, such as 
special property tax millages.  The Township’s only major fund for 2005 is the General Fund. 

The General Fund pays for all of the Township’s governmental services.  The most significant are 
fire and ambulance, which incurred expenses of approximately $173,000 in 2005.  These two 
services are partially supported by contributions from Pipestone Township, who is also served 
by the fire department.  During the current year, this amounted to approximately $58,000.  The 
remaining $115,000 cost of the fire and ambulance departments are funded by other general 
revenue sources of the General Fund. 

General Fund Budgetary Highlights 

The General Fund pays for most of the Township’s governmental services. The primary services 
provided include police and fire services, administrative services, cemetery services, and parks 
and recreation. 

During the course of the year, the Township amended the budget to take into account events 
during the year.  The most significant change was to increase financial and office expenditures to 
cover additional legal fees discussed below.  Total expenditures were approximately $93,000 
less than budget; however, revenues came in less than budget also by approximately $4,900. 

The Township ended the year 2004-2005 with expenses exceeding revenue by approximately 
$28,000 mainly due to legal expenditures involving Earl Maxwell, which amounted to $182,459 
over two years.  Looking forward, there should be a return to more normal expectations for 
legal expenses and, with the exception of a major purchase for our fire department, we should 
also return to a positive income versus expense ratio in this coming year’s budget. 

Capital Asset and Debt Administration 

The Township made no significant capital expenditures or disposed of any fixed assets during the 
year. 

The Township does not currently have any debt. 
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Economic Factors and Next Year’s Budgets and Rates 

The Township’s budget for next fiscal year reflects another decrease in state-shared revenue.  
Current economic conditions in the state of Michigan have put statutory revenue sharing at risk 
of being reduced.  The board has adopted a conservative budget that retains current fund 
balance, but also facilitates community priorities and quality services.   

The Township has planned the purchase of a fire truck for the fire department for approximately 
$60,000.  There are no other significant purchases or projects planned for the upcoming fiscal 
year. 

Contacting the Township’s Management 

This financial report is intended to provide our citizens, taxpayers, customers, and investors with 
a general overview of the Township’s finances and to show the Township’s accountability for the 
money it receives.  If you have questions about this report or need additional information, we 
welcome you to contact Paul Sprung, Treasurer, at the Township office. 
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Statement of Net Assets 
March 31, 2005 

Governmental 
Activities

Assets
Cash (Note 3) 120,917$              
Investments (Note 3) 672,560                
Taxes receivable 30,003                  
Due from other governmental units 9,114                    
Due from Berrien County Road Commission (Note 4) 419,800                
Capital assets (Note 5) 919,825                

Total assets 2,172,219             

Liabilities - Accounts payable 12,954                 

Net Assets
Investments  in capital assets 919,825                
Unrestricted 1,239,440             

Total net assets 2,159,265$        
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Statement of Activities 
Year Ended March 31, 2005 

Program Revenues

 Net (Expense) 
Revenue and 

Changes in Net 
Assets 

Expenses
Charges for 

Services

Operating 
Grants and 

Contributions
Governmental 

Activities

Functions/Programs

Primary government:
Governmental activities:

    General government 330,807$        49,044$        -   $                 (281,763)$             
    Cemetery care 25,160           2,465           -                     (22,695)                 
    Highway and streets 13,439           -                   -                     (13,439)                 
    Public safety 203,256         59,673           (143,583)               
    Community development 56,880           -                   -                     (56,880)                 
    Parks and recreation 19,179           -                   -                     (19,179)                 

648,721$      51,509$      59,673$        (537,539)               

General revenues:
Property taxes 95,153                  
State-shared revenues 312,078                
Unrestricted investment earnings 17,869                  
Franchise fees 14,730                  
Miscellaneous 31,900                  

Total general revenues 471,730                

Change in Net Assets (65,809)                 

Net Assets - Beginning of year 2,225,074             

Net Assets - End of year 2,159,265$         

     activities
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Governmental Funds 
Balance Sheet 

March 31, 2005 

General Fund

Cash 120,917$              
Investments 672,560                
Taxes receivable 30,003                  
Due from other governmental units 9,114                    
Due from Berrien County Road Commission 419,800                

Total assets 1,252,394$        

Liabilities - Accounts payable 12,954$                

Fund Balance
Reserved for long-term receivable 419,800                
Unreserved 819,640                

Total fund balance 1,239,440             

Total liabilities and fund balance 1,252,394$        

Fund Balance - Total Governmental Funds 1,239,440$           

Amounts reported for governmental activities in the statement of net assets are 
       different because:

Capital assets used in governmental activities are not financial resources 
     and are not reported in the funds 919,825                

Net Assets - Governmental Activities 2,159,265$        

Assets

Liabilities and Fund Balance
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Governmental Funds 
Statement of Revenue, Expenditures, and 

Changes in Fund Balance 
Year Ended March 31, 2005 

General Fund

Revenue
Taxes 95,153$                
Licenses and permits 49,044                  
Federal sources 972                       
State sources 312,078                
Fire department contributions 58,701                  
Interest in investments 17,869                  
Franchise fees 14,730                  
Charges for services - Cemetery 2,465                    
Other 31,900                 

Total revenue 582,912                

Expenditures
General government 322,957                
Cemetery care 28,631                  
Highway and streets 13,439                  
Public safety 173,118                
Community development 56,880                  
Parks and recreation 15,910                 

Total expenditures 610,935                

Excess of Expenditures Over Revenue (28,023)                

Fund Balance - Beginning of year 1,267,463             

Fund Balance - End of year 1,239,440$        
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Governmental Funds 
Reconciliation of the Statement of Revenue, Expenditures, 

and Changes in Fund Balance of Governmental Funds 
to the Statement of Activities 

Year Ended March 31, 2005 

Net Change in Fund Balance - Total Governmental Funds (28,023)$              

Amounts reported for governmental activities in the statement of
activities are different because:

Governmental funds report capital outlays as expenditures; 
in the statement of activities, these costs are allocated 
over their estimated useful lives as depreciation:

Additions 12,693                  
Depreciation (50,479)                

Change in Net Assets of Governmental Activities (65,809)$            
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Note 1 - Summary of Significant Accounting Policies 

The accounting policies of Berrien Township (the “Township”) conform to 
accounting principles generally accepted in the United States of America (GAAP) as 
applicable to governmental units.  The following is a summary of the significant 
accounting policies used by the Township: 

Reporting Entity 

The Township is governed by an elected five-member board of trustees.  In 
accordance with generally accepted accounting principles, there are no component 
units to be included in the financial statements. 

Government-wide and Fund Financial Statements 

The government-wide financial statements (i.e., the statement of net assets and the 
statement of activities) report information on all of the nonfiduciary activities of the 
primary government.  The Township consists solely of governmental-type activities; 
no business-type activities exist.  Governmental activities are normally supported by 
taxes and intergovernmental revenues. 

The statement of activities demonstrates the degree to which the direct expenses of 
a given function or segment are offset by program revenues.  Direct expenses are 
clearly identifiable with a specific function or segment.  Program revenues include: 
(1) charges to customers or applicants who purchase, use, or directly benefit from 
goods, services, or privileges provided by a given function or segment; and (2) grants 
and contributions that are restricted to meeting the operational or capital 
requirements of a particular function or segment.  Taxes and other items not 
properly included among program revenues are reported instead as general 
revenue. 

Measurement Focus, Basis of Accounting, and Financial Statement 
Presentation 

The government-wide financial statements are reported using the economic 
resources measurement focus and the accrual basis of accounting.  Revenue is 
recorded when earned and expenses are recorded when a liability is incurred, 
regardless of the timing of related cash flows.  Property taxes are recognized as 
revenue in the year for which they are levied.  Grants and similar items are 
recognized as revenue as soon as all eligibility requirements imposed by the provider 
have been met.  
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Note 1 - Summary of Significant Accounting Policies (Continued) 

Governmental fund financial statements are reported using the current financial 
resources measurement focus and the modified accrual basis of accounting.  
Revenue is recognized as soon as it is both measurable and available.  Revenue is 
considered to be available if it is collected within the current period or soon enough 
thereafter to pay liabilities of the current period.  For this purpose, the Township 
considers revenues to be available if they are collected within 60 days of the end of 
the current fiscal period. The following major revenue sources meet the availability 
criteria: state-shared revenue, property tax revenue, and interest associated with 
the current fiscal period.  

Expenditures generally are recorded when a liability is incurred, as under accrual 
accounting.  However, claims and judgments are recorded only when payment is 
due.  

The Township reports the following major governmental funds: 

General Fund - The General Fund is the Township’s primary operating fund.  It 
accounts for all financial resources of the general government, except those required 
to be accounted for in another fund.  General Fund activities are financed by revenue 
from general property taxes, state-shared revenue, and other sources. 

Property Tax Revenue 

Property taxes are levied on each December 1 on the taxable valuation of property 
as of the preceding December 31.  Taxes are considered delinquent on March 1 of 
the following year, at which time penalties and interest are assessed.  

The Township’s 2004 ad valorem tax is levied and collectible on December 1, 2004 
and is recognized as revenue in the year ended March 31, 2005, when the proceeds 
of the levy are budgeted and available for the financing of operations. 

The 2004 taxable valuation of Berrien Township totaled approximately $115 million, 
on which ad valorem taxes levied consisted of 0.7414 mills for operating purposes, 
resulting in approximately $85,000 recognized in the General Fund financial 
statements as tax revenue. 

Assets, Liabilities, and Net Assets or Equity 

Bank Deposits and Investments - Cash and investments include cash on hand, 
demand deposits, and short-term investments with a maturity of three months or 
less when acquired. Investments are stated at fair value, based on quoted market 
prices.   
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Note 1 - Summary of Significant Accounting Policies (Continued) 

Receivables - All trade and property tax receivables are shown as net of allowance 
for uncollectible amounts.   

Capital Assets - Capital assets, which include property, plant, and equipment, are 
reported in the government-wide financial statements.  Capital assets are defined by 
the Township as assets with an initial individual cost of more than $1,000 and an 
estimated useful life of one year or more.  Such assets are recorded at historical cost 
or estimated historical cost if purchased or constructed.  Donated capital assets are 
recorded at estimated fair market value at the date of donation.  

Capital assets are depreciated using the straight-line method over the following 
useful lives: 

Buildings 40 to 60 years
Building improvements 15 to 30 years
Roads 10 to 30 years
Vehicles 3 to 5 years
Office equipment 3 to 5 years
Computer equipment 3 to 5 years
 
Fund Equity - In the fund financial statements, governmental funds report 
reservations of fund balance for amounts that are not available for appropriation or 
are legally restricted by outside parties for use for a specific purpose.  Designations 
of fund balance represent tentative management plans that are subject to change.  

Use of Estimates - The preparation of financial statements in conformity with 
accounting principles generally accepted in the United States of America requires 
management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the date of 
the financial statements and the reported amounts of revenue and expenses during 
the period.  Actual results could differ from those estimates. 
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Note 2 - Stewardship, Compliance, and Accountability 

Construction Code Fees - The Township oversees building construction, in 
accordance with the State’s Construction Code Act, including inspection of building 
construction and renovation to ensure compliance with the building codes. The 
Township charges fees for these services.  The law requires that collection of these 
fees be used only for construction code costs, including an allocation of estimated 
overhead costs.  The Township credits all construction code fee revenue properly, 
in accordance with state law.  A summary of the current year activity and the 
cumulative surplus or shortfall generated since January 1, 2000 is as follows: 

Shortfall at March 31, 2004 (9,298)$          
Current year building permit revenue 46,273           
Related expenses:

Direct costs 32,936$        
Estimated indirect costs 17,971         

Total construction code expenses 50,907           

Cumulative shortfall at March 31, 2005 (13,932)$         

Note 3 - Deposits and Investments 

Michigan Compiled Laws Section 129.91 (Public Act 20 of 1943, as amended) 
authorizes local governmental units to make deposits and invest in the accounts of 
federally insured banks, credit unions, and savings and loan associations that have 
offices in Michigan.  The local unit is allowed to invest in bonds, securities, and other 
direct obligations of the United States or any agency or instrumentality of the United 
States; repurchase agreements; bankers’ acceptances of United States banks; 
commercial paper rated within the two highest classifications, which matures not 
more than 270 days after the date of purchase; obligations of the State of Michigan 
or its political subdivisions, which are rated as investment grade; and mutual funds 
composed of investment vehicles that are legal for direct investment by local units of 
government in Michigan.  

The Township has designated four banks for the deposit of its funds.  The 
investment policy adopted by the board in accordance with Public Act 196 of 1997 
has authorized investment in bonds and securities of the United States government 
and bank accounts and CDs, but not the remainder of State statutory authority as 
listed above.   
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Note 3 - Deposits and Investments (Continued) 

The Township‘s deposits and investment policies are in accordance with statutory 
authority.  At year end, the deposits were reported in the basic financial statements 
in the following categories: 

Balance Sheet Classification

Cash Investments Total

Deposits 120,917$             672,560$          793,477$              

Deposits 

The bank balance of the Township’s deposits is $853,720, of which $600,000 is 
covered by federal depository insurance and $253,720 was uninsured and 
uncollateralized.  The Township believes that due to the dollar amounts of cash 
deposits and the limits of FDIC insurance, it is impractical to insure all bank deposits.  
As a result, the Township evaluates each financial institution with which it deposits 
Township funds and assesses the level of risk of each institution; only those 
institutions with an acceptable estimated risk level are used as depositories. 

Note 4 - Receivables 

The Berrien County Road Commission receivable represents an interest-free loan to 
the Road Commission for Township road improvements.  The remaining 
outstanding balance at March 31, 2005 is $419,800, which will be repaid at $50,000 
per year through October 1, 2012, with a final $19,800 payment due on October 1, 
2013.  The fund balance in the General Fund has been reserved for this amount. 
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Note 5 - Capital Assets 

Capital asset activity of the Township’s governmental activities was as follows: 

Balance 
March 31, 2004 Additions

Balance 
March 31, 2005

Governmental Activities

Capital assets not being depreciated - Land 65,642$           -   $                 65,642$           

Capital assets being depreciated:
Land improvements 44,869             4,004               48,873             
Buildings 398,717           -                      398,717           
Equipment 875,248         8,689              883,937          

Subtotal 1,318,834        12,693             1,331,527        

Accumulated depreciation:
Land improvements 33,663             1,268               34,931             
Buildings 119,165           8,007               127,172           
Equipment 274,037         41,204            315,241          

Subtotal 426,865         50,479            477,344          

Net capital assets being depreciated 891,969         (37,786)           854,183          

Net capital assets 957,611$        (37,786)$          919,825$        
 

Depreciation expense was charged to programs of the primary government as 
follows: 

Governmental activities:
General government 7,850$          
Public safety 38,464           
Recreation and culture 3,632            
Cemetery care 533               

Total governmental activities 50,479$         
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Note 6 - Risk Management 

The Township is exposed to various risks of loss related to property loss, torts, 
errors and omissions, and employee injuries (workers’ compensation), as well as 
medical benefits provided to employees.  The Township has purchased commercial 
insurance for medical benefits, property, liability, and workers’ compensation.  
Settled claims relating to the commercial insurance have not exceeded the amount 
of insurance coverage in any of the past three fiscal years.  

Note 7 - Accounting and Reporting Change  

Effective April 1, 2004, the Township implemented the provisions of GASB 
Statement 34, Basic Financial Statements - and Management’s Discussion and Analysis - 
for State and Local Governments.  Certain significant changes in the statement include 
the following:  

• A management’s discussion and analysis (MD&A) section providing an analysis of 
the Township’s overall financial position and results of operations 

• Financial statements prepared using full accrual accounting for all of the 
Township’s activities 

• A change in the fund financial statements to focus on the major funds 

• Capital assets in the governmental activities column of the statement of net 
assets includes assets totaling approximately $1,397,000 that would previously 
have been reported in the General Fixed Assets Account Group. 

• Capital assets at March 31, 2004 previously reported in the General Fixed 
Assets Account Group have been adjusted by approximately ($24,000) to 
reflect the historical cost of the Township’s capital assets at that date. 
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Required Supplemental Information 
Budgetary Comparison Schedule - General Fund 

Year Ended March 31, 2005 

Original 
Budget

Amended 
Budget Actual 

Variance with 
Amended 

Budget

Revenue
Taxes 97,448$        97,448$        95,153$        (2,295)$         
Licenses and permits 59,500          59,500          49,044          (10,456)         
Federal sources -                    -                    972               972               
State sources 325,000        325,000        312,078        (12,922)         
Fire department contributions 64,385          64,385          58,701          (5,684)           
Interest 11,275          11,275          17,869          6,594            
Franchise fees -                    -                    14,730          14,730          
Charges for services - Cemetery 6,500            6,500            2,465            (4,035)           
Other 12,825          12,825          31,900          19,075          
Streets and highways 55,000        55,000        -                   (55,000)        

Total revenue 631,933      631,933      582,912       (49,021)        

Expenditures
General government:
    Trustees 7,830            8,000            7,974            26                 
    Supervisor 20,390          20,390          20,060          330               
    Elections 4,462            5,300            5,260            40                 
    Assessor 41,421          47,700          47,783          (83)                
    Clerk 20,800          20,800          20,160          640               
    Board of review 998               998               603               395               
    Treasurer 21,373          21,775          21,764          11                 
    Financial and office 89,832          203,500        144,005        59,495          
    Township hall and grounds 10,150          10,150          9,679            471               
    Building inspection 32,285          32,285          32,936          (651)              
    Electricity 7,800            7,800            7,527            273               
    Board of appeals 1,603            1,603            614               989               
    Planning commission 6,360          6,360          4,592           1,768           

Total general government 265,304        386,661        322,957        63,704          
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Required Supplemental Information 
Budgetary Comparison Schedule - General Fund (Continued) 

Year Ended March 31, 2005 

Original 
Budget

Amended 
Budget Actual 

Variance with 
Amended 

Budget

Cemetery Care 27,400$        33,900$        28,631$        5,269$          

Highways and Streets 15,000        15,000        13,439         1,561           

Public Safety 182,655        182,655        173,118        9,537            

Community Development 67,368          67,368          56,880          10,488          

Parks and Recreation 16,750        18,850        15,910         2,940           

Total expenditures 574,477      704,434      610,935       93,499          

Excess (Deficiency) of Revenue Over 57,456          (72,501)         (28,023)         44,478          
    Expenditures

Fund Balance/Net Assets - Beginning 
    of year 1,267,463     1,267,463     1,267,463     -                    

Fund Balance/Net Assets - End of year 1,324,919$ 1,194,962$ 1,239,440$ 44,478$       
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Note to Required Supplemental Information 
March 31, 2005 

Note - Budgetary Information 

Budgetary Information - Annual budgets are adopted on a basis consistent with 
generally accepted accounting principles for the General Fund. All annual 
appropriations lapse at fiscal year end.  The Township Supervisor prepares the budget 
30 to 60 days prior to year end after consulting with department heads.  The budget is 
submitted to the board for approval in late March.  The amended budget included in 
the budgetary comparison schedule was approved by the board after year end.  

The budget document presents information by fund, function, department, and line 
items.  The legal level of budgetary control adopted by the governing body is the 
department level. 

Encumbrance accounting is not employed in governmental funds.  Amounts 
encumbered for purchase orders, contracts, etc. are not tracked during the year.  
Budget appropriations are considered to be spent once the goods are delivered or the 
services rendered.  

Excess of Expenditures Over Appropriations in Budgeted Funds - During the 
year, the Township of Berrien, Michigan incurred no significant expenditures that 
were in excess of amounts budgeted.   



  

   

Members of the Township Board 
Berrien Township 
Berrien Center, Michigan 49102 
 

We recently completed our audit of the basic financial statements of Berrien Township, Michigan 
for the year ended March 31, 2005.  As a result of our audit, we have the following comments 
and recommendations for your review and consideration. 

COMPUTERIZED GENERAL LEDGER 

We commend the Township for upgrading to a computerized general ledger.  While the 
Township has been using separate QuickBooks files to track the General Fund activity and fire 
activity, the fire activity has not formerly been a separate fund in the financial statements.  
Rather, it is an activity within the General Fund.  This creates a situation where there are 
sometimes “transfers” within the same fund.  We noted some reimbursements from the Fire 
QuickBooks files to the General Fund QuickBooks file, treating these as two separate funds.  
The Township has not budgeted for a separate Fire Fund, but rather the fire department as 
another department within the General Fund.  Therefore, these interfund type of transactions 
should not be recorded.  We recommend one of the following courses of action:   

! Berrien and Pipestone Township could form a separate legal authority, with each 
Township having an ownership interest in the entity. 

! Berrien Township could establish a separate Fire Fund to account for all receipts and 
disbursements of the Fire Department.  If this is done, there would be no fire 
department activity recorded in the General Fund and the Township would need to 
adopt a separate budget for the Fire Fund. 

! Berrien Township could continue to account for all Fire Department activity in the 
General Fund.  If this is done, the separate QuickBooks general ledger for the Fire 
activity should be deleted. 

INTERNAL CONTROL POLICIES AND PROCEDURES 

The Township needs to develop a "policy and procedures" manual to document and strengthen 
existing internal controls.  This manual should include a description of employee benefits to 
alleviate possible future misunderstanding among personnel, and where to obtain various forms 
and the approval process for each area, which would allow procedures to be applied 
consistently although personnel may change. 



 

 
2

BANK RECONCILIATIONS 

During our audit of the Township we noticed that bank reconciliations are being printed before 
final entries are made to cash accounts, causing the reconciliations to not agree with the general 
ledger amounts.  We recommend that bank reconciliations be printed only after all final entries 
are complete. 

ELECTRONIC FILE BACKUP 

The Township has a policy of backing up QuickBooks files at least weekly and storing the backup 
in a fireproof safe.  While this is a good practice, the procedure could be further enhanced by 
keeping copies of these back-ups at an off-sight location.  Under current scenarios, if a 
catastrophe were to occur at Township Hall, not only would the computer hardware with 
software be destroyed, likewise, the back-up files potentially could be destroyed or become 
unattainable. Storing a back-up copy off-sight would allow the Township to restore files and 
retrieve information quickly.  It is our understanding that starting in fiscal year 2006 the 
Township will begin to store a copy of the back-ups at an off-sight location. 

STATE SHARED REVENUE AND BUDGETING 

Municipalities in Michigan have and will continue to feel the effects of the slow down in the 
State’s economy.  State shared revenue accounted for approximately 56% of the Township's 
total General Fund revenue for the fiscal year ended March 31, 2005.  Because of slower than 
anticipated growth in the State’s sales tax collections (the sole source of revenue sharing 
payments to local units of government) and the State’s budget problems which have resulted in 
additional appropriation reductions to the revenue sharing line item in the State’s budget, 
revenue sharing payments for the State’s fiscal years ending September 30, 2003 and 2004 were 
less than originally projected.     

It is generally acknowledged that the State’s budget woes will continue for several more years.  
As a result, we continue to urge the Township to be conservative in its estimation of state 
shared revenue as this line item in the State’s budget remains vulnerable. 

We would like to thank Berrien Township, Michigan, as well as all of the Township personnel for 
their assistance during the audit.  We appreciate the opportunity to serve as your auditors.  If 
there are any questions about your financial report or the above comments and 
recommendations, we would be happy to discuss them at your convenience. 

 

July 7, 2005 

 


	Auditing Procedures Report
	Financial Statements
	Management Letter



